Promissory Note Modifications

4.5 Promissory Note Modifications

4.5.1 Eliminate the “Electronic” Promissory Note Manifest

1999-2000 M odification: A Leve 1 or 2 school does NOT transmit an eectronic Promissory Note
Manifest (Message Class DEPMOOIN/Batch A) to the LOC. However, a school continuesto send a
paper Promissory Note Manifest with the promissory notes shipped to the LOC. The LOC
acknowledges al promissory notes using the gppropriate message class and batch type.

Upon implementation, this modification affects only 1999-2000.

Currently, a school ships promissory notes to the LOC with a paper Promissory Note Manifest. In
addition, an eectronic Promissory Note Manifestsis tranamitted to the LOC. Promissory notes for
Leve 1 and 2 schools are acknowledged by the LOC using the e ectronic manifest.

Starting in 1999-2000, Level 1 (Option 2) and Level 2 (Option 1) schools do NOT transmit an
electronic Promissory Note Manifest to the LOC. However, apaper Promissory Note Manifest must
accompany a shipment of promissory notes mailed to the LOC.

The LOC acknowledges al processed promissory notes to the schools on adaily basis. The Message
Class DIPAOOOP/Batch Type #A is used to acknowledge al promissory notesto Level 1 (Option 2)
and Leve 2 (Option 1) schools. There, no longer, isadelay in waiting for the corresponding electronic
manifest to be trangmitted to the LOC before a promissory note is acknowledged.

Promissory notes for Level 3 (Standard) schools continue to be acknowledged using Message Class
DIPAOOOP/Batch Type #D for Subsidized and Unsubsidized Loans and PF for PLUS).

Business Rules

Leve 1(Option 2) and Level 2 (Option 1) schools continue to send a paper manifest with
promissory notes when mailing to the LOC.

Level 1(Option 2) and Leve 2 (Option 1) schools no longer tranamit electronic Promissory
Note Manifests (Message Class DEPMOOIN/Batch A) to the LOC.

The LOC continues to acknowledge &l promissory notes processed by the LOC daily.

All promissory notes are acknowledged by the LOC using Message Class DIPAOOOP and the
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appropriate Batch Type.

Promissory notes for Level 1 (Option 2) and Leved 2 (Option 1) schools are
acknowledged using Baich Type #A and a Promissory Note Batch ID, generated by
the LOC. This acknowledgment does not contain a Promissory Note Batch ID from a
paper manifest.

Subsidized and unsubsidized promissory notes for Standard Option schools are
acknowledged using Batch Type #D.

PLUS promissory notes for Standard Option schools are acknowledged using Batch
Type PF.
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4.5.2 Design the Master Promissory Note to Improve Accuracy of
Optical Character Reader (OCR)

1999-2000 M odification: Design the Master Promissory Note to improve accuracy of optical
character reading, and to improve printing aignment.

Upon implementation, this modification affects only 1999-2000.

The Master Promissory Note is designed to alow the maximum amount of white space around the
required OCR fields.

In addition, the fields are postioned to alow for printing in data block formation. This printing block
contains dl the questions which must be pre-printed by aschool. Thislarge open box alows the
schoolsto print the data label, as wdll as the data, and reduces printing aignment problems. The
Masgter Promissory Note specifications are in the Custom System Requirement Section 3.

Business Rules:

The 1999-2000 Master Promissory Note has alarge blank print data block areato assst a
schooal in handling printer dignment problems.

A school prints dl labels and data for each item printed by a schoal in this box.
Master Promissory Note specifications are in the Custom System Requirement Section 3.
Master Promissory Notes can be ordered from the LOC:

- preprinted with datalabels, OR

- blank with the print data block
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4.5.3 Implement Master Promissory Note Process

1999-2000 M odification: The Master Promissory Note (MPN) isto be used by ALL schoolsto
process Direct Subsidized and Unsubsidized Loans. The MPN isNOT to be used to process PLUS
loans, and the Loan Origination Center (LOC) continues to use the current PLUS loan processing.

Upon implementation, this modification affects 1999-2000.

In 1999-2000, the Master Promissory Note (MPN) isthe only approved promissory note for

Dir ectdesighed-to-soppert-up-to-twe-teans-one Subsdized loans and sUnsubsidized loans-and-ere
subsidizedean, for thea student borrower at a specific school and replaces the current promissory
note. Alsa-nFor 1999-2000, the MPN does NOT support Direct Subsidized and Unsubsidized
Loans a multiple schoals.

The gatutory annua maximum loan amount is printed-onused by the L OC to processthe MPN. This
provides the school with the following oper ational benfits:

In most cases, athe school can increase the Loan Amount Approved for aloan without
cregting a new promissory note._For example, in cases wher e a borrower’s digibility
increases dueto a changein grade leve or because a borrower does not originally
choose to borrow up to the full amount approved by the school and later choosesto
do 0, additional funds may be disbursed without obtaining a new MPN.

The schoal can fleaichange the distribution of the Loan Amount Approved between a
borrower’ s subsdized and unsubsidized loan without obtaining a new signed M PN:;
such aswhen a student’s digibility for a subsidized loan changes.

1999-2000 is atrangtion year for the MPN and this process will be reviseding for 2000-2001.
Definitions

Befor e continuing with this section, it isimportant to under ssand the following definitions:

M aster Promissory Note—a promissory note that can be used for one or mor e loansfor one
or more academic years, as authorized by the Department.

Multi-Year Functionality—Beginning with the 2000-2001 academic year, the MPN will serve
asamulti-year promissory note for most students. For example, a ssudent who entersa
school as a freshman and borrows under theDirect L oan Program during four year s of

under graduate study will be able to borrow under thisone MPN all four years. A new
promissory note will not berequired for each academic year.

Statutory Annual Combined M aximum L oan Amount—the student borrower’ s maximum
annual combined loan amount (for both subsidized and unsubsidized loans) based on the
student’s grade level, dependency status, and, if applicable, additional unsubsidized digibility
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for HEAL or for a dependent student whose parent is precluded from borrowing a PL US loan.
For example, the sandard Statutory Annual Combined M aximum L oan Amount for a
dependent freshman is $2,625.

L oan Amount Approved—the maximum amount for which the borrower isdigible (for an
individual subsidized or unsubsidized loan) based on the digibility calculated by the financial
aid office. For example, a freshman borrower has a Statutory Annual Combined M aximum

L oan Amount of $2,625. However, dueto thereceipt of other aid, the borrower isonly digible
for a combined subsidized and unsubsidized loan total of $1,500. The L oan Amount Approved
for this student is $1,000 for the subsidized loan and $500 for the unsubsidized loan.

L oan Amount Reguested—the loan amount recorded at the L OC for a specific loan based on
the lower of the L oan Amount Approved by the school or the Statutory Annual Combined
Maximum L oan Amount

Accepted Promissory Note Amount—the lower of the L oan Amount Approved ameunt-entered

by-the borrower—on-the MPN-(ifamA-and the Statutory Annual Combined M aximum L oan
Amount.

M aster Promissory Note | dentification Number (M PN | D)}—the only identification number
that printson the MPN. This|D number isused by the LOC to link one subsidized loan and
oneunsubsidized loan back to the M PN.

M PN Process

L oan Origination

Loan Origination Records are submitted by the school to the LOC. _The L oan Origination Recor d
contains the L oan Amount Approved for aloan which isused in the M PN process. Therecept
and acceptance process for L oan Origination Recor ds has not changed from 1998-99.

L oan Origination Acknowledgment

L oan Origination Record is fer-acceptedance or I e ected; and are-acknowledged to the school. Fo
To assst aschool and the LOC in the MPN process, new fields are added to the Full Loan Origination
Acknowledgment for infor mational purposes. For example, if the Loan Origination Record is
accepted, the L oan Origination Acknowledgment containsthe MPN Status. In addition, if the
MPN Statusindicatesthat a MPN is accepted at the LOC, the Accepted Promissory Note
Amount, and MPN ID-a e ayed. -Therecord layout for
these fiddsisin the Custom Layout Sedlon 1 Thesefidds are deflned earllerdeeeeptaneel laterin
this Section 4.5.3.

Disclosur e Statement
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Once aSubsidized or Unsubs dized Loan Orlgl natlon Record is ar:knowl edged to aschool as accepted
by the LOC, a disclosure statement issertsimultaneously mailed to the student borrower at the
student’s permanent address. The Disclosure Statement provide the borrower with specific
information about higher loan types amounts, and anticipated disbursement dates. Previously
this infor mation appeared on the promissory note. The format and specifications for the Disclosure
Statement are provided in the Custom System Requirements Section 3.

The LOC usesthe infor mation provide by the school in the Loan Origination Record to prints
and malls a Ddisclosure Statement to al borrowers unless the school has been authorized to print and
providetheir own. |F the Loan Origination Record for a student’s subsidized and unsubsidized
loan is accepted by the L OC during the same processing cycle both loans print on the same
Disclosur e Statement. A Ddisclosure Statement must be printed for ALL accepted Direct
Subsidized Loan and accepted Direct Unsubsidized Loan, by either the LOC or the school.

I f your school wantsto print the disclosuresfor your subsidized and unsubsidized loan
borrowers, you must contact the Direct L oan Task Force, Jim Newell for approval. |f your
school is approved, Disclosure Statements can be requested from the LOC at 1-800-848-0978.

The L OC or the school isNOT required to keep copies of disclosures. Thus, it is not
necessary to receive, or retain, proof of receipt of the disclosures from the borrowers.
However, all borrowers must be provided with a Disclosure Statement prior to the school
disbursing loan funds.

NOTE: If aschool printsdisclosures, the school must print ALL disclosures, and the LOC
does not print any disclosuresfor the school.

Printing the M PN

A MPN is printed by either aschool or by the LOC. Details on the design of the new MPN are
provided in the Custom Systemn Requirements Section. Once the student borrower signs the note, the
MPN isforwarded to the LOC by either the borrower or the school. When the school forwards
MPNs to the LOC, a paper Promissory Note Manifest isto accompany the batch of notes. This paper
Promissory Note Manifest is used by the LOC to verify the batch.

Asin the past, the school printsan M PN, based on the L oan Origination Record. No dollar
amount is printed on the M PN and only one noteis used for both subsidized and unsubsidized
loans. A singleloan ID isto be printed on the MPN and isto be one of the loansthe M PN
supports. It does not matter whether theloan 1D isfor the subsidized or the unsubsidized
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loan. Thissingleloan | D becomesthe Master Promissory Note | dentification for both the
subsidized and unsubsidized loan linked with the M PN.

If the LOC prints promissory notesfor the school, thefirst accepted Loan ID, ether
subsidized or unsubsidized, is printed on the M PN and becomesthe MPN ID. Asin thepast,
if the LOC isresponsiblefor the collection of notes for a school, the MPN ismailed to the
student to Sign and return to the LOC. However, if the LOC printsnotesfor a school and the
school is responsible for the collection of notes, the MPN is mailed to the school.

If the school prints notes and isresponsible for the collection of notes, the school printsthe
MPN. Either the subsidized or unsubsidized L oan ID isprinted on the M PN and becomes the
MPN ID. School printing M PNs may want to print thefirst Loan ID entered into their Direct

L oan System.

The MPN issigned by the borrower and sent to the LOC by the school or the borrower.

NOTE: Startingin 1999-2000, a school does NOT transmit an electronic Promissory Note
M anifest. Therefore, M essage Class DEPM 0OIN isdiminated for 1999-2000.

Promissory Note Acknowledgment

Upon processing a MPN, the LOC acknowledges the note to the school using the Promissory Note
Acknowledgment, Message Class DIPAOOOP for Batch Type #A for Option 1 and Option 2 schools
or #D for Standard Origination schools. To assist schoolsin the MPN process, new fields have been
added to the Promissory Note Acknowledgment. The record layout for these fidldsis in the Custom
Layout Section 1. Thesefidds, MPN 1D, Accepted Promissory Note Amount and Reqguested
Loan Amount aredefined ear lierass-explaned-tater in this Section 4.5.3.

Actual Disbursement Recor ds/Acknowledgment

Asin the current process, Actua Disbursement Records are transmitted to the LOC. A new edit
vdidates that the sum of the actud disbursements for loans linked to aMPN does not exceed the
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Accepted Promissory Note Amount_on file at the LOC. If the Actual Disbursement Records between |
the Subsidized Loan and the Unsubsidized Loan linked to the MPN exceed the Accepted Promissory
Note Amount, the Disbursement Record isrgected. A new Disbursement Reject Code informs a
school that, based on the accepted disbursements on file at the LOC, the actual disbursement exceeds
the accepted promissory note amount for these loans. Asin the past, the L OC still editsto ensure
that the actual disbursementsdo not exceed the L oan Amount Approved.

“Confirmation” is the act of aborrower declaring that the borrower authorizes the disbursement of
funds under MPN processing. During 1999-2000, the Department will approve pilot schoolsto
participate in various methods of borrower confirmation. All borrower confirmations are conducted by
the schools. For schoolsin this pilot, the LOC edits disbursements based on an affirmation flag. A new
field, Affirmation Hag is added to the Disbursement Record (DESDOOIN). Thisflag is defined in the
Custom Layout Section 1.

Change Records

A school can update a student’s digibility (grade level, dependency, additional unsubsidized
digibility flags) for an accepted loan origination record by transmitting a change record to the
L OC and documenting thereason for the change. The action in and of itself does not indicate
that the ssudent borrower isreguesting additional loan funds.

Likewise, a school can update the loan amount approved for an accepted L oan Origination
Record by transmitting a Change Record to the L OC and documenting thereason for the
change. No new M PN is needed to disbur ses the mcreased Loan Amount Approved ynless

When a changerecord for theloan amount approved is accepted by the LOC and theloanis

not booked at the LOC, the LOC re-gener ates a Disclosur e Statement for the loan and mails
it totheborrower. The Disclosure Statement is printed upon acceptance of a Change Record
for a subsidized or unsubsidized loan.

Thus, the LOC or a school prints a subsequent Disclosur e Statement for each accepted L oan
Amount Approved Change Record when:

L oan Amount Approved isincreased, and theloan has not yet booked at the LOC:
or

L oan Amount Approved is decreased, and the loan has not yet booked at the L OC.

Lifetime of the Master Promissory Note (M PN)
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A MPN can be used up to 10 yearsfrom thefirst anticipated disbur sement date on the fir st
accepted L oan Origination Record for the M PN, at thetime the M PN is accepted by the
LOC.

The language on the MPN states that no subsequent loans will be made under the M PN after
12 months following the date of the first anticipated disbursement on the MPN, if no
disbursement is made during the prior 12 month period. However, for operational purposes, in
order to allow for the processing of transactions for program year closeout, the LOC will allow
up to an 18 month period for the transactions associated with the accepted MPN to be

processed.

If aborrower callsthe LOC and requeststhat a M PN be marked inactive or canceled for any
futur e disbur sements, the Customer Service Representative dir ects the student borrower to
contact hisor her school to refuse or cancel any outstanding disbur sements with the school.

When aNew Loan ID and a New Master Promissory Note (MPN) |Is Required

For 1999-2000, anew Loan ID and anew MPN isrequired when a student borrower:

changes or transfers schools, OR

starts a new borrower academic year (Borrower-Based L oans).

Subsequent L oan Origination Records

It ispossible that the M PN may be accepted by the LOC prior to the acceptance of aL oan
Origination Record(s). The LOC linksL oan Origination Recordsto the most recent LOC
accepted M PN using the borrower’s Social Security Number, the loan sequence number and
your school code.

When a subsequent L oan Origination Record is processed and accepted by the LOC, the

L oan Origination Acknowledgment containsthe Master Promissory Note Status, the
Accepted Promissory Note Amount, and the M aster Promissory Note | dentification—and--oan
Ameount-Requested.
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Note: Theise fidds are provided for infor mational purposes only.

When a L oan Origination Record isreceived for a pending MPN (originally acknowledged as
pending because thereisno L oan Origination Record on file at the LOC), the M aster
Promissory Note Status returned on the L oan Origination Acknowledgment is* Accepted.”
The pending MPN is re-acknowledged and the Promissory Note Acknowledgment provides
the Master Promissory Note Status as “ Accepted.”
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Business Ruleguirements:

L oan Origination Acknowledgment

(Thisrecord layout isin the Custom Record L ayout Section 1.

Disclosure

TheLoan Origination Acknowledgment contains the following new fieds;

-  Master Promissory Note Status,

- Accepted Promissory Note Amount,

- Master Promissory Note | dentification, and

- Loan Amount Requested (based on a borrower’s altered amount on a M PN).

A disclosureis printed upon acceptance of a Subsidized and Unsubsidized Loan Origination
Record.

A subsequent disclosure is printed for Subsidized and Unsubsidized Loan Change Records, that
increases or decreases the |loan amount approved, when the loan has not yet booked.rne
astldidsuenmont-has-ceaeg:

The LOC prints and mails dl disclosures unless a school has requested and been authorized to
print and provide their own disclosures. The borrower must be provided with the disclosure a
or prior to the school disbursing loan funds.

Higher Education Act requiresthat the Disclosur e Statement be provided to the
borrower either prior to or at thetime of thefirst disbursement. Refer to the
Department’s Dear Colleague L etter for further clarification.

If a school prints disclosures, the school must print and provide ALL disclosures, and the LOC
does not print any disclosures for the school.

The LOC and the school are NOT required to keep copies of the disclosures.
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Printing of the Master Promissory Note (MPN)

A singleloan I D prints on the MPN and becomes the Master Promissory Note ID. The loan
ID printed on the note is one of the loans supported by the MPN.

No dollar amount is printed on the M PN.

HTo processa M PN, the LOC usestFhe Sstatutory Annual Comblned Maximum Loan

siudent scollege grade Ievel dependency status, end if appllceble eddltl ona unsubsidized
digibility for HEAL or for a dependent student asr eflected in the L oan Origination Record.
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must be completed.
Promissory Note Acknowledgment (Thisrecord layout isin the Custom Layout Section 1.)

A MPN is acknowledged on the Stafford/PLUS Promissory Note Acknowledgment
(DIPAOOOP/Batch Type #A or #D).
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If both the Subsidized and Unsubsidized L oan Origination Records are accepted by the LOC at
the time the MPN is processed, both loans are acknowledged on the Promissory Note
Acknowledgment.

If one of the Loan Origination Records is accepted by the LOC at the timethe MPN is
processed, only one loan is acknowledged on the Promissory Note Acknowledgment.

|f aFhe second loantype, with the same loan sequence number, islater accepted by the
L OC, the subsequent +eceivesthe statusof-the MPN-on-the Loan Originaion
Acknowledgment_infor ms the school that an accepted MPN is on file for that loan.-

Three new fields are added to the Promissory Note Acknowledgment:

- Accepted Promissory Note Amount,

- Magter Promissory Note Identification, and

- Loan Amount Requested {Per-Borrower-Altered Promissory-Nete)-

TheAccepted Promlssory Note Amount |sthelower of theameunt—enteﬁed-bystatutepy

Approved and the Statutory Annud Comblned Ma><| mum Loen Amount Thisisthe maximum
amount that may be disbursed to a borrower for the subsidized and unsubsidized |oans
assoeiatedlinked to this MPN for 1999-2000.

The Master Promissory Note | dentification Number isthe only Loan Identifier printed on
the MPN._The MPN ID isused to link a subsidized loan and an unsubsidized |oan back
to the MPN.

The Loan Amount Requested isthe loan amount recorded at the L OC for a specific
loan based on the lower of the L oan Amount Approved by the school or the Statutory
Annuad Combined Maximum Loan Amount
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Subsequent L oan Origination Records

If the Loan Amount Approved on a Loan Origination Record exceeds the Accepted
Promissory Note Amount fromen the MPN, to which it is associated, the Loan Origination
Record isrgjected.

Loan Origination Reect Code 89%2 Loan Amount Approved exceeds the Accepted
Promissory Note Amount at the LOC.

The LOC links Loan Origination Records to the most recent LOC accepted MPN _using the
loan sequence number. The Magter Promissory Note Status informs the school as to whether
aMPN isonfilefor this Loan Origination Record.
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Actual Disbursement Records

Actud disbursements for aloan cannot exceed the Accepted Promissory Note Amount for the
loan. If an actua disbursement exceeds the Accepted Promissory Note Amount the record is
regjected with Disbursement Reject Code 25% Actua Disbursement exceeds the amount on the
accepted promissory note at the LOC for this |oan.

Schooals in the Confirmation Pilot performing borrower confirmation must indicate that
confirmation has occurred on each Disbursement Record (M essage Class DESDOOOP/Batch
Type#H), by placinga“Y” in Field 27% Affirmation Hag. “Y” indicates that this disbursement
has been confirmed by the borrower &t the school.

Schools NOT participating in the Confirmation Filot leave Fidd 273 Affirmaion Hag on the
Disbursement Record “blank.”

Lifetime of the Master Promissory Note (MPN)

A MPN can be used for up to 10 years from the first anticipated disbursement date on the first
accepted Loan Origination Record for the MPN, at the time the MPN is accepted by the LOC.

- Thelanguage on the MPN states that no subsequent loans will be made under the MPN
after 12 months following the date of the first anticipated disbursement on the MPN, if
no disbursement is made during the prior 12 month period. However, for operationa
purposes, in order to dlow for the processing of transactions for program year closeout,
the LOC will dlow up to an 18 month period for the transactions associated with the
accepted MPN to be processed.

When A New Loan ID and A New Master Promissory Note (MPN)- Is Required
For 1999-2000, anew Loan I D and a new MPN is required when a student borrower:

- changes or transfers schools, OR

- startsanewborrower academic year (Borrower-Based L oans)
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Promissory Note Modifications

Thefollowing chart demonstrates how aA MPN is acknowledged on the Stafford/PLUS
Promissory Note Acknowledgment (DIPAOOOP/Batch Type #A or #D).

IF ..

THEN ...

Subsidized loan is accepted by LOC
AND

Unsubsidized loan is accepted by LOC

Subgdized loan is on the Promissory Note
Acknowledgment AND

Unsubsidized loan is on the Promissory Note
Acknowledgment

LOC has accepted Subsidized |oan

Subgdized loan is on the Promissory Note

AND Acknowledgment
Unsubsidized loan NOT accepted by
LOC
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IF ..

THEN ...

Subsdized loanisNOT accepted by
LOC AND

LOC has accepted unsubsidized loan

Unsubsidized loan is on the Promissory Note
Acknowledgment

Subsidized loan NOT accepted by LOC
AND

Unsubsidized loan NOT accepted by
LOC

Promissory note is pending and acknowledged
using theloan ID printed on the Master
Promissory Note
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IMPORTANT

If the Accepted Promissory Note Amount acknowledged is lower than the Subsidized and the
Unsubsidized Loan Amount Approved on file at your school, you should te-update the Loan Amount
Approved on both loans by transmitting Change Records to the LOC. Submitting these Change
Records adlows the LOC to perform accurate loan limit edits on the loans originated for this borrower
aswell asto asss in the appropriate drawdown and disbursement of funds to the borrower. These
Change Records should update the Loan Amount Approved on both loans, to equa the MPN’s
Accepted Promissory Note Amount.

Note: The Accepted Promlssory Note Amount is a combined total for both loans linked to the MPN.
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Implementing System Modifications

Direct Loan Technical Reference
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L oan Origination Acknowledgment

Thefollowing chart demonstrates the new M PN fields displayed on the L oan Origination
Acknowledgment.

IF... THEN...

Master P-note | Master | Accepted Loan

Statusat the P-note Promissory Note | Master P-note Amount

LOCis... Status Amount I dentification Requested

Accepted “A”— Accepted 9999999999S00X 99999001 | Loan

Master P-note | Accepted | Promissory Note Amount

on fileat the Amount onfileat | (21 characters) Requested

LOC the LOC. onfilea the
LOC.

Master P-note | “R’— ZeroBlank Blank Loan

NOT onfileat | Regected Amount

theLOC Requested
on the L oan
Record.
Blank

Rejected “‘R"— ZeroBlark Blank Loan

Master P-note | Rejected Amount

on fileat the Reguested

LOC on the L oan
Origination
Record.
Blank

Master P-note | Pending

onfileatthe

LOC
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Implementing System Modifications

Direct Loan Technical Reference
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EXAMPLE
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Ameunpanadmm 000.in item # 8 on the M PN. The Loan Ongmanon Records have
a Combined Loan Amount Approved that is|ess than the dtered amount.

StatutoryPreprinted Annud Combined Maximum Loan Amount  =$7,500

Combined Loan Amount Approved =$3,000
Subsidized Loan Amount Approved = $1,000
Unsubsidized Loan Amount Approved = $2,000

Student Enter edAttered Promissory Note Amount =$4,000

Accepted Promissory Note Amount =$4,000

$4,000 is entered into the LOC database.

MPN is accepted-based-ontheanada-toantimitedit. Both the subsdized loan
and the unsubsidized |oan are acknowledged to the school as accepted on the
Promissory Note Acknowledgment.
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Case 25: Thegudent enters » .
Ameunt-and-Hhereases16-$9,000 in item #8 on the MPN. The Loan Orlglnaﬂon Records have
a Combined Loan Amount Approved that is|ess than the dtered amount.

StatutoryPre-printed Annua Combined Maximum Loan =$7,500

Amount

Combined Loan Amount Approved =$3,000
Subsidized Loan Amount Approved = $1,000
Unsubsidized Loan Amount Approved = $2,000

Student Enter edAltered Promissory Note Amount = $9,000

MPN rgjects based on the Statutory Annual Combined M aximum L oan
Amount anrua-lean-mitedit. Both the subsdized and unsubsidized loan are
acknowledged to the school as rejected.

Case 36: The student enter serossesthreugh 2
Ameunt-and-decreasesi-16-$2,000 in item #8 on the M PN The Loan Orlgl nat| on Records have a

Combined Loan Amount Approved that is gr eater than the dtered amount.

StatutoryPre-prirted Annuad Combined Maximum Loan =$7,500

Amount

Combined Loan Amount Approved =$3,000
Subsidized Loan Amount Approved = $1,000
Unsubsidized Loan Amount Approved = $2,000

Student Enter edAltered Promissory Note Amount = $2,000

MPN accepts-based-on-the-annda-teantimit-edit. Both the subsidized and
unsubsdized loan are acknowledged to the school as accepted on the
Promissory Note Acknowledgment.
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The following scenario illustrates the acceptance of the Master Promissory Note and the Loan Amount
Requested (subsidized and unsubsidized) provide on the Promissory Note Acknowledgment when
the Combined Loan Amount Approved equals the satutory annual combined maximum |oan
amount. Remember, both the subsidized and the unsubsidized loan is acknowledged on the
Promissory Note Acknowledgment.

Scenario 2: A school has originated a subsidized loan and an unsubsidized loan for afirg year,
dependent student. The Combined Loan Amount Approved equals the statutory Annua
Combined Maximum Loan Amournt.

StatutoryPre-printed Annud Combined Maximum Loan Amount = $2,625

Aceepted-Loan Amount Approved on the Accepted L oan =$ 625
Origination Record for the Subsidized Loan

Aceepted-Loan Amount Approved on the Accepted L oan = $2,000
Origination Record for the Unsubsidized Loan

Case 1: The student does NOT enter an amount in item #8 on the M PN:ater the statutory

Accepted Promissory Note Amount = $2,625
Subsidized Loan Amount Requested =$ 625
Unsubsidized Loan Amount Reguested = $2,000
Combined Loan Approved Amount = $2,625

Case 2: The student enter serossesthrough 2
Amount{$2.625)-and-decreases i+10-$1,000 in item #8 on the M PN

Accepted Promissory Note Amount = $1,000
Subsidized Loan Amount Requested =$ 625
Unsubsidized Loan Amount Requested =$ 375
Combined Loan Approved Amounts = $21,602500

Note: It issuggested that the school send Change Recordsto the LOC to
update the subsdized and unsubsidized L can Amount Approved to equal the
Loan Amount Requested.

Case 3: The student enter serossesthrough 3 i
Amount($2.625)-and-decreases it to-$500 in item #8 on the MPN:

Accepted Promissory Note Amount  =$ 500
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Subsidized Loan Amount Requested =$ 500
Unsubsidized Loan Amount Requested =$ 0
Combined Loan Approved Amounts = $2,625

Note: It issuggested that the school send Change Recordstothe L OC to
update the subsidized and unsubsidized L oan Amount Approved to equal the
L oan Amount Requested.
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The following scenario illustrates the acceptance of the Master Promissory Note and the Loan Amount
Requested (subsidized and unsubsidized) provided on the Promissory Note Acknowledgment
when the Combined Loan Amount Approved does NOT equal the sStatutory Annua Combined
Maximum Loan Amount. Remember, both the subsidized and the unsubsidized loan is
acknowledged on the Promissory Note Acknowledgment.

Scenario 3: A school has originated a subsidized loan and an unsubsidized loan for afirs year,
dependent student. The Combined Loan Amount Approved doesNOT equd the Statutory
Annud Combined Maximum Loan Amount.

StatutoryPre-printed Annud Combined Maximum Loan Amount = $2,625
Aceepted-Loan Amount Approved on the Accepted L oan =$ 625

Origination Record for the Subsdized Loan

Aceepted-Loan Amount Approved on the Accepted L oan = $1,000
Origination Record for the Unsubsidized Loan

Case 1: The gtudent does not enter an amount in item #8 on the M PN :aterthe statutory-Annual
Accepted Promissory Note Amount = $2,625
Subsidized Loan Amount Requested =$ 625
Unsubsidized Loan Amount Reguested = $1,000
Combined Loan Approved Amounts = $1,625

Case 2: The student enter serossesthrough 2 :
{$2,625)-and-decreasesit16-$1,000 in item #8 on the MPN:

Accepted Promissory Note Amount = $1,000
Subsidized Loan Amount Requested =$ 625
Unsubsidized Loan Amount Requested =$ 375
Combined Loan Approved Amount = $1,625

Note: It issuggested that the school send Change Recordsto the LOC to
update the subsidized and unsubsidized L oan Amount Approved to equal the
L oan Amount Reguested.

Case 3: The student $ , j Aaxi
($2—625)—and—eleepeas&m¢—teenters $2 OOO initem #8 on the M PN

Accepted Promissory Note Amount = $2,000
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Subsidized Loan Amount Requested =$ 625
Unsubsidized Loan Amount Requested = $1,375000
Combined Loan Approved Amount = $1,625

Note: The L OC accepts disbursementsfor the lower of the L oan Amount
Approved or the L oan Amount Requested. School could later adjust the

L oan Amount Approved up to $2,000 and isNOT required to submit a new
M PN.
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4.5.4 Redesign the PLUS Promissory Note to Improve Accuracy of
Optical Character Reader (OCR)

1999-2000 M odification: Redesign the PLUS Promissory Note to improve accuracy of optical
character reading, and to improve printing aignment.

Upon implementation, this modification affects only 1999-2000.

The PLUS Promissory Note is redesigned to alow the maximum amount of white space around the
required OCR fields—loan identification number, Sociad Security number, and loan amount.

In addition, the fields are repositioned to alow for printing in data block formation. This printing block
contains dl the questions which must be pre-printed by aschool. Thislarge open box alows the
schoolsto print the data label, as well asthe data, and reduces printing dignment problems. The PLUS
Promissory Note specifications are in the Custom System Requirement Section 3.

Business Rules:

The 1999-2000 PLUS Promissory Note has alarge blank print data block areato assst a
schooal in handling printer dignment problems.

A school prints dl labes and data for each item currently printed by a schoal in this box.
PLUS Promissory Note specifications are in the Custom System Requirement Section 3.
The PLUS Promissory Note preprints dl labels for data that requires handwritten information.
PLUS Promissory Notes can be ordered from the LOC:

- preprinted with datalabels, OR

- blank with the print data block
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